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ECONOMIC TRENDS REPORT 


SUMMARY 


In 1978 production of crude petroleum dropped in Oman for the 
second straight year. As a result,Government revenues fell by 

a fifth and a large budget deficit was avoided only because of 
fiscal restraint and delays in implementing development projects. 
Discoveries of additional new reserves of varying quality in 
southern and western Oman and use of new recovery techniques in 
existing fields will at least partially offset the decline. The 
new fields will require construction of a 450 kilometer pipeline 
northward to join the existing pipeline serving the northern fields. 
Completion of two gas recovery plants and a pipeline to the power/ 
desalination plant has enabledOman to make partial use of associ- 
ated gas which it previously flared. Saudi Arabia granted Oman 
$100 million to build a copper mining and smelting complex at 
Sohar which will also be fueled by natural gas. 


To stimulate agriculture, the Government is taking steps to ensure 
the best use of the country's groundwater resources. The Govern- 
ment's farming and fisheries operations have been reorganized on 
a commercial footing to ensure economic efficiency. The Korea 
Fisheries Co. has taken over a fisheries concession and will build 
a fishmeal plant in the capital area. Saudi Arabia will finance 
the paving of the Nizwa-Thurrait road. Port Qaboos is being 
equipped to handle containers and the runway at Seeb airport is 
being lengthened. Ericsson is installing additional telephone 
lines and California Microwave is upgrading the domestic satel- 
lite communications system. Major increases to the country's 
electrical generating capacity should make power outages a 

thing of the past. Construction of additional pipelines and 
water reservoirs will ease water distribution problems. To 
diversify the economy ,an industrial park has been established 
near the capital. A pipe factory is in operation and a cement 
plant is also under development. Tenders for consulting con- 
tracts have been announced for a steel rerolling plant. The 
flour mill company ended a successful year and it plans to 
expand into animal feed production. Consideration is being 

given to allowing some limited form of tourism. 


The Directorate General of Finance and the Central Bank are 
closely monitoring Government spending, but defense needs make 
it difficult to enforce restraint. The balance of payments 
was in slight deficit but could worsen substantially in the 
future unless new 01il strikes and higher oil prices offset oil 
production declines. The United States continues to trail 
Britain and Japan in supplying the Omani market. However, the 
Omanis want high quality American products. Currency realign- 
ments and a greater U.S. attention to the Omani market could 
result in a larger market share for U.S. goods and services. 
It is absolutely essential that U.S. firms be represented by 
capable local agents to bid on projects or participate in tenders. 





KEY ECONOMIC INDICATORS 
(All values in millions of dollars unless otherwise indicated) 
Exchange Rate: 1 Rial Omani = $2.92 


1976 1977 %Change 1978 P 


Income and Production 

GNP at current prices 2401.7 2556.5 6.4% 2633.2 E 
Government investment 569.7 426.0 -25.2% 353.0 
Private investment 176.4 236.2 33.9% N/A 
Crude oil production (000 b/d) 366 340 -7.1% 315 
Nonagricultural labor force (000) 124 123 E =. N/A 
Private sector expatriate employees (000) 71.0 70 E -- 55 E 


Money and Prices 

Money supply (currency & D.D.) 299.9 330.8 10.3% 344.9 
Quasi money (Time & Savings Dep.) 169.1 258.1 52.7% 314.2 
Commercial bank assets 802.4 937.9 16.9% 950.2 
Interest rates (Av. on Total Lending) 9.16% 9.89% -- 10.0% E 
Imported food price index (1972=100) 154.3 164.4 6.5% 187.5 


Government Finance 

Government revenues 1475.8 1790.3 21.3% 1433.1 
Government expenditures 1695.6 153%.2 -9.7% 1481.6 
Budget surplus or deficit (-) -219.8 259.1 -- -48.5 
Debt repayment and service 55.8 271.6 486.7% 235.6 


Balance of Payments é 

Value of oil exports (F.O.B.) 1587.9 1594.0 0.3% 1523.7 
Non-oil exports (F.O.B.) 4.1 3.5 -14.6% 19.0 
% Oil exports to U.S. 15.8% 15.4% -- 15.2% 
Imports (CIF) 1184.1 1185.5 0.1% 1260.0 
Imports from U.S. (FAS)! 57,3 56.9 -0.4% 65.1 
Balance of trade 407.9 412.3 -- 35260 
Balance on current account -63.4 44.1 -- -91.7 
Official loans and transfers 192.1 357.4 86.0% -12.3 
Overall balance 16.6 220.5 -- -95.5 
Official foreign exchange reserves 335.5 438.6 30.7% 418.1 
Net foreign assets 87.6 S308e27 SOlL.we 194.8 


1 - Some also thru U.A.E. 
P = Provisional, E = Estimated, N/A = not available 


Sources: Central Bank of Oman, Development Council, U.S. Department of Commerce. 





PETROLEUM AND MINERALS 


Petroleum Sector. Oil production, the mainstay of Oman's economy 
and the source of nearly all export earnings, declined in 1978 

for the second straight year to 315,000 barrels per day (b/d). 
Production dropped almost 8 percent from 1977 levels and is almost 
4 percent below the record 1976 export level of 366,000 b/d. 

The petroleum sector supplies approximately 95 percent of domestic 
Government revenues. Petroleum Development Oman (PDO) (owned 

60 percent by the Government, 34 percent by Shell, 4 percent by 
Compagnie Francaise des Petroles (CFP), and 2 percent by Partex) 
buys back most of the participation oil for resale to Shell and 
CFP. The Government, however, sells around 19 percent of total 
production directly to C. Itoh (Japan) and Gulf Oil (United States). 
Although not a member of OPEC, Oman has followed its lead in 
raising crude oil prices. As of July 1, 1977, the market price 
for Omani crude at 34° API was $13 per barrel. In early 1979, 

the price was raised to $13.94 per barrel and later to $14.96. 
Present crude exports contain less than 1 percent sulphur. 


Intensive activity is under way to discover new 0il sources and to 
make existing wells more productive. PDO has made several strikes 
in the southern province of Dhofar centered around Amal and Marmul. 
While much of the oil discovered is quite heavy (approximately 20° 
API), recent strikes have yielded oil of much better quality 32° 
API). Estimates of eventual production have been raised to cover 
60,000 barrels per day which should partially offset the decline in 
production in the northern fields during the early 1980's. Because 
of the geographical locations of the most recent strikes, the 
Government has cancelled plans to build a 200 kilometer heated 
pipeline to Salalah. Instead,a 450 kilometer pipeline will run 
north to join the existing pipeline at Qain Alam, which discharges 
at Mina al Fahal near Muscat. Total cost of the pipeline project 
will be over $400 million of which $175 million is expected to be 
financed by a loan from Abu Dhabi. PDO is hopeful that enough 

high quality oil can be found to mix with the heavier crude so 

that heating the pipeline can be minimized. 


In western Oman at Butabul near the undefined border with Saudi 
Arabia, ELF (France) has made an initial strike of very high 
quality oil 45° API). A second well is being drilled to determine 
if oil is present in commercial quantities. ELF/Guld is exploring 
offshore in the Musandam Peninsula region. There has already 

been an oil field discovered in that area, but most of it lies on 
the Iranian side of the Hormuz Strait, and a joint participation 
agreement has yet to be worked out. Amoco, which took over as 
concession operator from Sun Oil, plans to drill off the coast of 
southern Oman. Cluff Oil has a small concession off the Batinah 
coast northwest of Muscat. Gulf/Quintana is exploring in central 
Oman near the border with the U.A.E. Although no oil has been 
discovered in the Gulf/Quintana zone, a well drilled at Shams 
revealed sufficient gas to warrant consideration of exports to 
Dubai via pipeline. British petroleum, the operator, Deminex 

(W. Germany), Agip (Italy), and Hispanol (Spain) hold the concession 
to the unexplored territory in southern Dhofar. 





In addition to exploring for new deposits, Oman is working to 
conserve its present supplies. In May 1978,a 330 kilometer, 
20-inch pipeline costing $90 million was completed from the 
interior gas fields to the coast. The project was two-thirds 
financed by the Abu Dhabi, Kuwait and Arab development funds. 
Up to 140 million cubic feet per day of nonassociated natural 
gas is now available. Most associated gas is still flared, 
however. The Ghubra power and desalination plant, previously 
powered by crude petroleum, was switched over to natural gas 
in mid-1978. PDO has constructured a Natural Gas Liquids (NGL) 
plant at the Saih Rawl 011 field which recovers up to 400 b/d 
of light oil (60° API) from the associated gas. At Yibal a 
bigger NGL plant is being completed which should recover 5,000 
b/d of light oil. Part of the gas will be converted to LPG. 
Two additional gas liquids extraction plants are planned and 

a bottling plant for residual lean gas for home consumption. 
Oman's total gas reserves are estimated at 3 to 4 trillion 
cubic feet. 


The government is studying the possibility of a topping plant 

or small refinery (around 40,000 b/d capacity). The cost of 
refined petroleum imports is about $150 million. However, given 
the initial cost of the refinery, the small scale of the local 
market, and excess refinery capacity in the area, there is con- 
cern that a new refinery in Oman would not be economically viable. 


Minerals. Development of the country's mineral resources is just 
beginning. A joint venture entitled Oman Mining and Company was 
formed by the government (75 percent) and Marshall Exploration of 
Houston and Prospector Ltd. of Canada (25 percent). Oman Mining 
and Company hopes to mine and smelt 12 to 15 million tons of ore 
over the next 10 years. The $140 million project will require a 
new township near Sohar to house 300 employees, a port facility, 
a 30 MW power plant, and a desalination plant. The power plant 
will be fueled by gas, supplied by a spur pipeline from the 
terminus of the present pipeline, at Ghubra or from the newly 
discovered field at Shams. Consultants for the project should 

be named in 1979. Saudi Arabia has granted Oman $100 million for 
the project. 


Significant deposits of chromite exist in the same general area 
of northern Oman. A survey team is currently mapping the 30,000 
square kilometer area in the mountains around al Jizi and Rustaq. 
The project will take several years to complete. Presently it 
is estimated that 5 to 10 million tons of chromite, 1 million 
tons of asbestos ore, and up to 10 million tons of extractable 
antracite and large deposits of limestone exist. Phosphate rock 
has been discovered in Dhofar. 


AGRICULTURE AND FISHING 


Agriculture has been basically stagnant for some time. Along 

with fishing, this sector accounts for less than 3 percent of _ 
GDP. In absolute terms it has grown little because the population 
has gravitated toward the urban centers. The Government would 
like to increase agricultural production and stem this movement. 





Almost all agriculture in Oman requires irrigation, and studies 
of groundwater potential are being made. Uncontrolled drilling 
has already led to the danger of salt water intrusion. The 
Government is drawing up regulations to control pumping of ground- 
water and also is discussing possible recharge projects with the 
U.S. Army Corps of Engineers. The most likely project is the 
building of small catchment structures to allow rain runoff from 
the mountains to soak into the soil rather than flow into the sea. 


In late 1978, Oman Sun Farms (69 percent government, 30 percent 
Swiss Inter-Agro Holdings Ltd. and 1 percent private) took over 

a government-owned diary farm at Sohar and a pilot production 

farm at Salah. The government may sell off part of its share 

at a later date since it decided to end direct management of 

the farms in a desire to improve efficiency. The farms will serve 
as a demonstrator of integrated irrigated farming, provide a 
source of technical expertise, and organize an agricultural 
distribution network. Eventually the farm hopes to produce 

enough fresh vegetables to allow exports to Europe. 


Fresh milk is already produced for the urban market and the thousand- 
head beef cattle here will be increased to provide fresh meat. 

Future projects include fruit production and establishment of a 

third farm inland behind the mountains at Ibri. With help from 
UNESCO, the British Government, and the World Bank,an agricultural 
training center has been established at Nizwa to upgrade traditional 
farming and provide instruction in modern farming techniques. 


Fishing seems to hold a greater potential than agriculture. Fish 
consumption is comparatively low in Oman, only 11 kg. per person 
annually. Oman's 1,100 nautical mile coast line could become a 
productive fishing ground. Sharks, abalone, lobster, crayfish and 
many other species of fish live in these waters, but have been under- 
exploited because of the lack of modern fishing technology and the 
unfamiliarity of Omani consumers with frozen fish. Recent UN/FAO 
studies indicated the possibility of exploiting Oman's sea turtle 

and seaweed resources. 


In late 1977, the Korean Overseas Fishing Company replaced Taiyo 
Company of Japan in operating a fishing concession off the Oman 
coast between Masirah and Kuria Muria Islands. The Korean company 
will bear the full cost of the enterprise in return for 70 percent 
of the catch. It will also build a fishmeal plant with 3 tons 
daily capacity, with the government holding a 60 percent interest. 
The Koreans are providing on-the-job training in fishing 
techniques to Omanis to be followed by more formal training in 
Korea. Omanis will be trained in the running of the fishmeal 
plant. 


In 1976,Arabco Traders of New Zealand furnished the Government 
three trawlers and completed a processing and cold storage complex 
at Port Qaboos with a capacity of 3,500 tons to serve the local 
market. A smaller facility for 250 tons of fish was completed in 





Salalah during 1977. These facilities plus an additional four 
trawlers are to be the nucleus for a National Fisheries Corporation. 
The Government will initially take an 89 percent share of the 
enterprise, the Development Bank 10 percent, with the remainder 
sold to the private sector. The Government hopes to reduce its 
Share when the enterprise is well established. This project was 
conceived following an FAO study which indicated its feasibility. 
The Government intends to reserve most coastal waters for tradi- 
tional fishermen. It is upgrading inland cold storage facilities 
and aiding local fishermen in obtaining boats and motors. Fisheries 
officials have expressed interest in having U.S. companies assist 
local cooperatives, perhaps in exchange for a concession agreement, 
but as yet no such project has been proposed. 


TRANSPORTATION AND COMMUNICATIONS 


Although much of the country's basic infrastructure is already in 
place, work is continuing to extend the country's port, road, and 
Civil aviation facilities. The main deep water port, Mina Qaboos, 
capable of handling 1.5 million tons of cargo annually, is being 
equipped to handle container shipments. The design study is being 
carried out by Brian, Colquhoune and Partners (UK). A contractor 
will be selected in early 1979. Hochtief (W. Germany) is expand- 
ing Raysut Harbor near Salalah to 1 million tons annual capacity. 
Smaller ports are being planned for Sur and Sohar. The 90 kilometer 
Ruwi and Qurayat road being built by Grove International (United 
States) should be completed during 1979. Thought is being given to 
extending this road to Sur. The Nizwa-Ibri link was recently 
completed. CCC Construction (Lebanon) will build a $300 million road 
from Nizwa to Thumrait, linking the north and south by a paved 
highway. Saudi Arabia is financing this and other road work. 

Seeb Airport has become a stopover for British Airways and UTA's 
services to the Far East. They, along with 14 other carriers, 
provide service to over a dozen countries. Cargo traffic declined 
in 1978 reflecting the overall economic slowdown, but passenger 
traffic continued to grow. The present 3,000 meter runway is being 
extended another 600 meters. Salalah Airport, presently receiving 
flights only from Muscat, has been developed to meet international 
standards. Both airports are maintained by Pan American. 


Ericsson (Sweden) is installing an additional 7,000 telephone lines 
in the capital area and expanding the Salalah system by 3,000 lines. 
California Microwave recently won the $3.5 million contract to 
improve the two existing satellite stations, near Muscat and Salalah, 
and build receiving stations at four smaller settlements. 


ELECTRICITY AND WATER 


Prior to 1978,the capital area had been plagued by power outages. 
During the summer of 1978 Alstron Atlantique (France) completed 
installation of 50 MW of new generating capacity at the Ghubra 
plant. Alstron will be installing three more gas turbines in June 
1979 and three in September, each 17.5 MW, at a cost of over $8 





million. The new generators will raise total capacity to 255 MW 
which will cover projected demand until 1983. In July 1978, the 
newly formed Oman National Electricity Company, composed of 21 
local firms, signed a contract to operate 12 rural power stations. 
Fourteen stations already completed are expected to be operating 
in the near future. 


The present water supply available to the capital area consists 

of 4 million gallons per day from the Ghubra desalination plant, 
which has a maximum capacity of 6 million gallons per day, and 
underground sources supply 1.5 million gallons. Yet the delivery 
system needs development. To overcome the distribution problem, 
three reservoirs and water pipeline connecting them to the desalina- 
tion plant are being installed. The consultants, Preece, Cardew 

and Rider (UK), are also making preparations to install water supply 
systems in four villages outside the capital area. The World Bank 
is studying installation of smaller water purification systems to 
serve villages with brackish water supplies. 


COMMERCE AND INDUSTRY 


The intense efforts to avert a fall in oil production illustrates 
the pressing need of the country to diversify its economy. The 
Government has had mixed success in encouraging private capital to 
invest in industry, and in certain projects the government itself 
‘has made the initial investment. To encourage light industry, an 
industrial area has been established in Rusayl with a connection 
to the natural gas pipeline. An asbestos cement pipe factory, a 
joint venture between Bahwan (Oman) and Amiantit (Swiss) began 
operation there in late 1977, even though the design contract for 
the industrial area was only recently awarded to Bennie and Partner 
(UK). The Oman Cement plant will also be located at Rusayl. It 

is a joint project of the Oman (60 percent) and Kuwait Governments. 
The $29 million project is expected to produce up to 1 million 
tons of cement starting in 1982. Bids on the consulting contracts 
for a steel rerolling plant to be placed at Rusayl were due at the 
end of January 1979. This facility will be designed for a capa- 
city of 100-120 thousand tons per year of bars, rods, angles, and 
sections. 


The Oman Flour Mills Co. Ltd. issued its first annual report June 
30, 1978. The $10 million project is 93 percent Government-owned 
with the rest held by private investors. The Government would 
like to reduce its holdings to around 30 percent by selling off 
some of its shares to private interest. The plant has a milling 
capacity of 200 tons a day. Engineering and Resources Consultants 
(UK) are the consultants to develop an associated animal feed 
mill with an hourly production of 8 tons. A good market is 
thought to exist in the U.A.E. and in Oman where the cattle 

herds are being increased and slaughterhouses are to be 
constructed. 





To encourage diversification, the Government occasionally departs 
from its free trade philosophy and provides partially protected 
markets for new domestic ventures. Benefitting from this 
treatment already are a dairy products factory, a flour mill, 

and a paint factory. To encourage investment, tax holidays 

are available. Additionally, the minimum capitalization 

required for a company with foreign participation may be reduced 
to $88,000 from the usual $438,000 minimum if the project falls 
within the economic development guidelines. Also, a Development 
Bank was established recently to make medium term loans to private 
business and participate in the equity of certain projects. 


Tourism. Overcapacity in the hotel business has been caused 

by many factors. First of all, a new 300-room Inter-Continental 
Hotel opened in November 1977. Also, because of a slowdown in 
the economy, the number of business executives visiting Oman 
declined. Consideration is being given to allowing group tours 
to visit Oman. Prime tourist attractions include the forts in 
the interior and relatively unspoiled beaches around the capital 
area. In Salalah, a different side of Arabia can be seen replete 
with coconut palms and a monsoon climate. There a 100-room 
Holiday Inn is never more than partially occupied and is situated 
on a lovely beach close to Salalah. 


FINANCE AND FOREIGN TRADE 


Oman continues to use most of its petroleum export earnings for 
defense and for recurring costs of government. Financing for 


developments has come primarily from other Arab states. In the 
last few years, the Government has developed a centralized budget- 
ing system. Most projects must be approved by the Development 
Council within the framework of the Five Year Plan, while the 
Directorate General of Finance keeps tight control over the capital 
and operating expenditures of most ministries. The Ministry of 
Defense is exempt from these controls, but its spending has 

been brought under closer internal scrutiny. The 1977 budget 
surplus is primarily attributable to a decline in defense spending. 


Offsetting these hopeful developments is a continuing rise in 
recurrent expenditures, a greatly increased cost of repaying and 
servicing loans, and a long term trend toward higher defense bud- 
gets. The government budget was in surplus for 1977 by $189 
million, but the deficit forecast for 1978 was over $650 million. 
However, preliminary figures indicate that because of fiscal 
restraint and delays in implementing development projects, the 
actual 1979 deficit will reach only $50 million. Continued heavy 
defense spending for 1979 and the eventual implementation of 
delayed development projects indicate larger deficits in the 
future. 


Oman's balance of payments showed great improvement in 1977. In 
previous years, Oman's large trade surplus has been entirely used 
up by remittances of expatriate employees, payments to foreign 





contractors, and unrecorded private capital outflows. The improve- 
ment in 1977 largely resulted from lower profits and migrant worker 
transfer, reflecting the slowdown in the economy, and an increase 
in official transfers received. Preliminary figures for 1978 show 
a moderate current account deficit of around $100 million. The 
capital account was roughly in balance resulting in an overall 
deficit of a similar magnitude. Oman's net foreign reserves rose 
to over $400 million in 1977 but by the end of 1978 had declined to 
$290 million. 


After holding steady in 1977, total imports began to rise again in 
1978. A number of new major government projects in the works 

should cause the rising trend to continue. Major imports include 
refined petroleum products, electrical equipment, passenger cars 

and trucks, household appliances, building materials, and foodstuffs. 
Britain continues to be the largest supplier of goods with 23 percent 
of imports in 1977. The Japanese had 14 percent of total imports. 
the Germans, 6.5 percent, and the United States, 7 percent. 


Commercial banking has been consolidated after several years of 
rapid growth. There are now 20 banks operating in Oman, the 
Government-established maximum. Foreign liabilities of commercial 
banks in Oman have declined sharply because the 1977 budget surplus 
allowed the Government to reduce its borrowing and enabled local 
banks to repay loans from their head offices abroad. The bulk of 
lending goes to financing the import trade, but there have been 
modest increases in lending for manufacturing and construction. The 
Central Bank of Oman is playing an important role in supervising 
the commercial banks by conducting periodic bank examinations, 
imposing reserve requirements, fostering an interbank money market, 
and holding down interest rates. The Central Bank is taking a 
larger role in handling receipts and managing the Government's 
foreign debt rather than leaving these functions to leading foreign 
commercial banks. The Omani rial remains pegged to the dollar. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. commercial exports to Oman have started to rise again after 
dropping in 1976-77. Sales were $65 million in 1978. The main 
obstacles to U.S. exports are high shipping costs, slow delivery 
times, the entrenched position of British firms, and continuing 
stiff competition from German and Japanese firms. Nevertheless, 
Omani firms and the Government desire reliable, high-quality 
American technology. Favorable sales opportunities exist for air 
conditioners, telephone equipment, airport navigation and communi- 
cations equipment, data processing equipment, foodstuffs, and, to 
an increasing extent transportation and water processing equipment. 


According to the commercial agency law, all firms exporting goods 
to Oman must use a local representative who is an Omani national, 
and agency agreements are subject to approval by the Commerce Minis- 
try. It is essential for U.S. firms exporting here to pay periodic 





visits to their Omani representative. Business visitors to Oman 
will have no problem finding hotel space in the capital area 
because of completion of the 300-room Intercontinental Hotel in 
late 1977. 


The majority of American firms represented in Oman are involved 

in petroleum and minerals. In addition to the above-mentioned 
firms in petroleum exploration, Williams Brothers International, 
Ray Geophysical, Sedco, and a number of others are involved in 
drilling, pipelines, and seismic exploration. Marshall Explora- 
tion of Houston is a partner of the Sultanate in Oman Mining and 
Co., the copper enterprise. Tetra Tech International (Houston and 
Washington) plays an important role in advising the Ministry of 
Agriculture, Fisheries, Petroleum and Minerals on the development 
of Oman's hydrocarbon mineral and water resources. 


American firms also play a major role in guiding Oman's infrastuc- 
ture. Pan American World Airways maintains Seeb and Salalah air- 
ports and provides design and supervision of navigational aids and 
other airport equipment. (The Federal Aviation Administration 
provides reimbursable personnel licensing, communications, and 
airport planning assistance.) Roy Jorgensen Associates of Maryland 
advises on road construction and maintenance. The presence of 
American consultants and advisers is of great significance in the 
design and specification stage of projects, which could dictate 
choice of equipment. With the exception of Grove International, 
American firms have not been able to win major infrastructure 
construction contracts in the face of entrenched British, German, 
Cypriot, and Lebanese competition. 


Financial services is another area of opportunity for American 
firms. Citibank has been aggressive in doing business with the 
most important trading companies, while Chemical Bank has a 
management contract with the Bank of Oman, Bahrain and Kuwait. 
Two American accounting firms, Peat, Marwick, Mitchell and Co. 
and Coopers and Lybrand, and a U.S. law firm, Burke and Burke 
(N.Y.), are serving private businesses here. 


In contrast to the negotiated contracts of 1974-75, the Oman 
Government now prefers international competitive bidding in 
awarding major contracts. A Tender Board is in charge of 
evaluating bids and awarding contracts. To win a government 
contract, firms must already be registered with the Ministry of 
Commerce and Industry and the Tender Board and have a local agent, 
while a joint venture with an Omani partner is required for firms 
doing business in the private sector. Contractors should be aware 
that they generally must import supplies through local agents rather 
than directly from the original equipment manufacturer, and that 
Government regulations on employees’ housing and on labor practices 
have been tightened in favor of Omanis. The Omanis stress that 
firms must be present in Oman in order to win jobs. Oman Govern- 
ment officials and prominent firms have shown an increased interest 
in getting major American firms involved in future large projects, 
particularly in the more sophisticated projects involving develop- 


ment of the new petroleum and natural gas fields. 





Although there is a U.S.-Omani agreement for Overseas Private 
Investment Corporation guarantees, few U.S. firms thus far 

have shown interest in investing here. The Omani Government 
encourages private investment, although at least 35 percent 

Omani ownership is required in most cases and there are tax 
advantages for 51 percent Omani ownership. In complying with 
this requirement, it is usually not necessary to form a joint 
corporate entity; a joint venture, i.e. a cooperative arrangement 
of two separate entities within a limited scope of activities, is 
generally acceptable. Oman is especially interested in ventures 
which do not require excessive numbers of expatriate workers and 
in which the foreign partner provides ongoing management and 
training rather than just equipment. 
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